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COLEMAN & WILLIAMS, v1.

A Professional Services Firm -

INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY SCHEDULES
OF EXPENDITURES OF FEDERAL AND STATE AWARDS

To the Board of Supervisors of the
County of Milwaukee, Wisconsin:

We have audited the accompanying Schedules of Expenditures of Federal and State awards
of the County of Milwaukee, Wisconsin for the year ended December 31, 2005. These
Schedules of Expenditures of Federal and State awards are the responsibility of the County
of Milwaukee, Wisconsin’s management. Our responsibility is to express an opinion on
these Schedules of Expenditures of Federal and State awards based on our audit.

The financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the County of Milwaukee, Wisconsin, as of and for the year
ended December 31, 2005, which collectively comprise the County of Milwaukee’s basic
financial statements have been audited and a report dated June 19, 2006 has been issued.
The basic financial statements are the responsibility of the County of Milwaukee’s
management. We did not audit the basic financial statements of the County; they were

audited by other auditors and a separate report was issued.

We conducted our audit in accordance with auditing standards generally accepted in the -
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States of
America and the provisions of the State Single Audit Guidelines issued by the Wisconsin
Department of Administration. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the Schedules of Expenditures of Federal and
State awards are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the Schedules of Expenditures of
Federal and State awards. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our

opinion.

In our opinion, the Schedules of Expenditures of Federal and State Awards referred to above
present fairly, in all material respects, the results of the County of Milwaukee, Wisconsin’s
operations of Federal and State awards for the year ended December 31, 2005, in conformity
with accounting principles generally accepted in the United States of America.

316 North Milwaukee Street, Suite 350
Milwaukee, Wisconsin 53202
Telephone 414.278.0170

Facsimile 414.278.1169



COLEMAN & WILLIAMS, .

A Professional Services Firm

- This report is intended solely for the information and use of the Board of Supervisors,
management, federal and state awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties. ‘

d&tmn & U/i{/iamgl (.

Milwaukee, Wisconsin
June 19, 2006
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133 AND THE STATE SINGLE AUDIT GUIDELINES

To the Board of Supervisors
of the County of Milwaukee, Wisconsin

Compliance _
We have audited the compliance of the County of Milwaukee, Wisconsin with the types of

compliance requirements described in the U. S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement and the State Single Audit Guidelines that are
applicable to each of its major federal and major state programs for the year ended
December 31, 2005. The County of Milwaukee, Wisconsin’s major federal and major state
programs are identified in the Summary of Auditor’s Results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal and major state
programs is the responsibility of the County of Milwaukee, Wisconsin’s management. Our
responsibility is to express an opinion on the County of Milwaukee, Wisconsin’s

compliance based on our audit.

The County of Milwaukee, Wisconsin’s basic financial statements include the operations of
the Private Industry Council of Milwaukee County, Inc., a Workforce Development Board,
which received $15,129,318 in federal awards which are not included in the Schedules of
Expenditures of Federal and State Awards for the year ended December 31, 2005. Our audit,
described below, did not include the operations of the Private Industry Council of
Milwaukee County, Inc., a Workforce Development Board because the component unit had
a separate audit in accordance with OMB Circular A-133.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
~ Organizations and the State Single Audit Guidelines issued by the Wisconsin Department of

Administration. Those standards, OMB Circular A-133 and the State Single Audit
Guidelines require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal or major state program occurred.
An audit includes examining, on a test basis, evidence about the County of Milwaukee,

316 North Milwaukee Street, Suite 350
Milwaukee, Wisconsin 53202
Telephone 414.278.0170
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Wisconsin’s compliance with those requirements and performing such other procedures, as
we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of the
County of Milwaukee, Wisconsin’s compliance with those requirements.

In our opinion, the County of Milwaukee, Wisconsin complied, in all material respects, with
the requirements referred to above that arg applicable to each of its major federal and major
state programs for the year ended December 31, 2005. However, the results of our auditing
procedures disclosed instances of noncompliance with those requirements that are required
to be reported in accordance with OMB Circular A-133 and the State Single Audit
Guidelines, and which are described in the accompanying Schedule of Findings and
Questioned Costs as items 2005-1 through 2005-8.

Internal Control Over Compliance
The management of the County of Milwaukee, Wisconsin is responsible for establishing and

maintaining effective internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal and state programs. In planning and
performing our audit, we considered the County of Milwaukee, Wisconsin’s internal control
over compliance with requirements that could have a direct and material effect on a major
federal or major state program in order to determine our auditing procedures for the purpose
of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133 and the State Single Audit Guidelines.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants caused by error or fraud
that would be material in relation to a major federal or major state program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control
over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the Board of Supervisors,
management, federal and state awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

(yan & s, W

Milwaukee, Wisconsin
June 19, 2006
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Supervisors
of the County of Milwaukee, Wisconsin

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the County of Milwaukee, Wisconsin as of and for the
year ended December 31, 2005, which collectively comprise the County of Milwaukee's basic
financial statements and have issued our report thereon dated June 19, 2006. We did not audit
the financial statements of the Milwaukee County War Memorial Center, Inc., the Private Industry
Council of Milwaukee County, Inc., A Workforce Development Board and the Milwaukee County
Research Park Corporation, which represent 20 percent and 60 percent, respectively, of the
assets and the operating revenues of the discretely presented component units. Those financial
statements were audited by other auditors whose reports thereon have been furnished to us, and
our opinion on the basic financial statements, insofar as it relates to the amounts included for the
Milwaukee County War Memorial Center, Inc., the Private Industry Council of Milwaukee County,
Inc., A Workforce Development Board and the Milwaukee County Research Park Corporation, is
based on the reports of the other auditors. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. The financial statements of the Milwaukee County War Memorial Center,

Inc. and the Milwaukee County Research Park Corporation were not audited in accordance with
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the County of Milwaukee’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinions on the basic financial statements and not to provide assurance on the
internal control over financial reporting. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control over financial reporting
that might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses.

7

Virchow, Krause & Company, LLP

Certified Public Accountants & Consultants « An Independent Member of Baker Tilly International



To the Board of Supervisors
of the County of Milwaukee, Wisconsin

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County of Milwaukee's basic
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no

instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

We noted certain matters that we have reported to management of the County of Milwaukee in a
separate letter dated June 19, 2006.

This report is intended solely for the information and use of the Board of Supervisors,
management, federal and state awarding agencies and pass-through entities and is not intended
to be, and should not be, used by anyone other than these specified parties.

Viedoar Kt ¥ lorparr , £ 67

Milwaukee, Wisconsin
June 19, 2006
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COUNTY OF MILWAUKEE

Footnotes to Schedules of Expenditures of Awards

Identifying References:

Revenue Source

ey

2

3

“

&)

(6)

M

Federal Award Reimbursement :
(Includes Federal Pass-Through Reimbursement)

State Award Reimbursement

County Property Tax Levy

Third Party Revenue

Match Provided By Service From Contract Agencies And Others
Airport Improvement Reserve or Other County Reserve

Other

Major Federal and State Award Programs

CFDA

Major Federal Award Programs as described in the attachment to the Office of Management
and Budget Circular A-133 and Major State Award Programs as described in the State Single
Audit Guidelines are listed in the Schedule of Findings and Questioned Costs.

Catalog of Federal Domestic Assistance
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COUNTY OF MILWAUKEE

NOTES TO SCHEDULES OF EXPENDITURES OF AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2005

SCOPE OF AUDIT

The County of Milwaukee (County) is a governmental entity established by laws of the State of
Wisconsin and has the powers of a body corporate; as defined in the Statutes. All significant
operations of the County are included in the scope of the Single Audit in accordance with the
provisions of the OMB Circular A-133 and the State Single Audit Guidelines issued by the State of
Wisconsin, Department of Administration. The U.S. Department of Transportation has been
designated as the County's cognizant agency for the Single Audit. ‘

(a)

(b)

Programs Subject to Single Audit

All Federal awards received by the County directly from the Federal government or passed
through the State of Wisconsin have been included in the Schedules of Expenditures of
Federal Awards. All State awards received by the County have been included in the
Schedules of Expenditures of State Awards.

Fiscal Period Audited

Single Audit testing procedures were performed for program transactions occurring during
the calendar year ended December 31, 2005.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Accrued and Deferred Balances

Revenues (which include grantor reimbursement and local funding) are reported on the cash
basis of accounting, whereas expenditures are reported on the accrual basis. The difference
between the reported revenues and expenditures can result in accrued or deferred balances at
the end of the year. These balances are reversed in subsequent periods.

Subgrantees

Certain program funds are passed through the County to subgrantee organizations. The
Schedules of Expenditures of Awards do not contain separate schedules disclosing how the
subgrantees outside of the County's control utilized the funds. The County requires
subgrantees receiving funding to submit separate audit reports disclosing the use of program
funds.
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© Cost Allocation

The County has a plan for allocation of central service costs related to grant programs. The
amounts allocated to grant programs during a fiscal year are based on this cost allocation plan.
Variances between actual costs and budgeted amounts are corrected on a prospective basis.
As aresult, the 2005 Cost Allocation Plan was based on the 2003 actual amounts and includes

adjustments for variances between the 2003 Plan and the 2003 actual amounts.

In addition to the cost allocation plan, the County has various departments, which provide
services to other County departments. Charges between departments are based upon direct
rates. The methodology or basis for these direct rates has been reviewed and approved by

representatives of the U.S. Department of Health and Human Services.

FINDINGS OF NONCOMPLIANCE

The findings of noncompliance identified in connection with the 2005 Single Audit are disclosed in
the section entitled, "Findings of Noncompliance." In determining compliance with the requirements
of awards received by the County, samples were selected for testing from the awards shown in the
Schedules of Expenditures of Awards. No potential over or under reimbursement effect is shown for

internal control findings.

SUPPLEMENTARY INFORMATION

(a)  Title XIX Medical Assistance payments to the Behavioral Health Division for 2005 and 2004
These amounts consisted of the

amounted to $29,016,722 and $31,603,612 respectively.
following items:

2005 2004
Patient Billing Cash Receipts: $13,957,129 $15,455,636
Pharmacy $58,839 $400,000
Wraparound Capitation Payments: $10,586,912 $10,455,226
Crisis and case management billings: $4,413,843 $5,292,750
Total : $29,016,722 $31,603,612

The pharmacy for 2004 is an estimate. We have contracted out the pharmacy services
effective June 1, 2004 and will no longer be billing for drugs. The 2005 pharmacy amount is

the final receipts. The pharmacy is fully contracted out.

These amounts are unaudited and are presented to satisfy the disclosure requirement by the
State of Wisconsin, Department of Health and Family Services, Division of Health.
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Program income was received mainly in the form of principal and interest payments from
home rehabilitation loans to lower-income occupants. The original home repair loans were
funded by the Community Development Block Grants, which originated from the U.S.
Department of Housing and Urban Development. Program income of $203,554 was earned
from Community Development Block Grants.

According to the State of Wisconsin, Department of Health and Family Services, 2005 Youth
Aids - State payments for correctional facility charges were $18,410,932. This amount is

- unaudited and is presented as additional information to satisfy disclosure requirements

established by the State of Wisconsin, Department of Health and Family Services.

The Department on Aging — Care Management Organization (CMO) receives funding from
Medicaid through the State of Wisconsin Department of Health and Family Services (DHFS).
The funding is through a capitated rate payment for both Medical Assistance (MA) eligible
members and for non-MA eligible members. Per the State of Wisconsin, the capitated rate
funding for MA eligible members is approximately 58.32% from Federal sources and a
41.68% match from the State of Wisconsin. There were approximately 5,720 MA members
at the end of 2005. For non-MA eligible members the capitated rate funding is 100% from
the State. There were approximately 80 non-MA members at the end of 2005. Funding is
also provided through member cost-sharing and room and board reimbursement for members
who are in residential treatment facilities.
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Following is a summary of the financial results of the Milwaukee County Department on Aging
Care Management Organization for the year ended December 31, 2005:

Milwaukee County
Care Management Organization
Balance Sheet

Account Description
Assets
Cash
Accounts Receivable
Due from State - Capitation
Member Receivable - Cost Share/Room & Board
Provider Receivable - Audits

Total Current Assets/ Total Assets

~ Liabilities
Accounts Payable
Accrued Liabilities
Due to State - Unearned Capitation
Member Cost - Incurred but not Reported
Total Current Liabilities/ Total Liabilities
Working Capital Reserve
Surplus Reserve
Capital Carryover Reserve
Net Retained Earnings

Total Liabilities and Fund Balance

Milwaukee County
Care Management Organization
Income Statement

Account Description
Revenues
State/Fed Capitated Member Payment
Member Cost Share/ Room & Board
County Reimbursement
Other Revenues
Total Revenues
Expenditures
Direct - Member Service Costs
Indirect - Salaries and Fringe Benefits
Indirect - Outside Services
Indirect - Commondities and Supplies
Indirect - Inter-Dept Service Charges
Contribution to Milwaukee County
Total Expenditures
Net Revenues over Expenditures
Prior Year Retained Earnings
Current Year Retained Earnings
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Year Ended
December 31, 2005

Dollar Amount

25,999,021
27,269
566,486
378,940
263,120

27,234,836

(254,404)

(827,329)
(17,584,026)

(18,665,759)

(2,910,643)
(5,016,424)
(642,010)

(8,569,077)

(27,234,836)

Year Ended
December 31, 2005

Dollar Amount

(135,267,793)
(14,083,857)

(29,413)

(149,381,063)

130,290,127
4,180,897
2,837,323

131,164
1,053,899
5,016,423

143,509,833

(5,871,230)
(2,697,847)

(8,569,077)




As of December 31, 2005, the Department on Aging Care Management Organization (CMO)
has met the reserve requirements as identified in its contract with the State of Wisconsin
Department of Health and Family Services (DHES). Per the Health and Community Supports
Contract with DHFS, the CMO shall demonstrate its capacity for financial solvency and
stability and its ability to assume the level of financial risk by maintaining certain reserves.
The CMO shall maintain a working capital reserve, restricted reserve, and solvency reserve.

The working capital reserve is required to be funded at 2% of the net capitated revenue
budget of the CMO. The 2005 budget for net capitated revenue was $141,278,000, which
would require a reserve of $2,825,560 for 2005. To meet the 2005 working capital reserve
requirement, plus fund a majority of the 2006 requirement, the County made an increase to
the working capital reserve in late 2005 of $215,383. As of December 31, 2005, the working
capital reserve was funded at $2,910,643.

The two remaining reserves are the restricted reserve and solvency reserve. As of December
31, 2005, the restricted reserve should have had a balance of $2,000,000, the maximum
balance based on the current formula. The solvency reserve requirement for the County was
$250,000 as of December 31, 2005. These reserves of $2,250,000 do not require a cash .
contribution from the County to the CMO but require the County to restrict certain cash assets
as a guarantee that they will meet the contract requirements. To meet the restricted reserve
and solvency reserve requirement, the County restricted certain cash assets of the County in
late 2005.

Milwaukee County and the Department of Aging CMO made an agreement during 2005 to
create an additional surplus reserve and to return prior year contributions made by Milwaukee
County on behalf of the CMO. The agreement called for an equal sharing of any surplus or
deficit between the CMO and the County. Based on operating results for 2005, the CMO
created a Surplus Reserve for $5,016,424 and returned a similar amount to the County
General Fund.
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Milwaukee County
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2005

Section I--Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: unqualified
Internal control over financial reporting:
o Material weakness(es) identified? yes v no

e Reportable condition(s) identified
that are not considered to be material

weaknesses? yes v none reported
Noncompliance material to financial
statements noted? yes v no
Federal or State Awards
Internal control over major programs:
e Material weakness(es) identified? yes v _no
e Reportable condition(s) identified
that are not considered to be material
weaknesses? yes v none reported

Type of auditors’ report issued on compliance for major programs: unqualified

Any audit findings disclosed that are required to be reported

in accordance with Section 510(a) of Circular A-133? yes v _no
Federal Programs State Programs
Auditee qualified as low-risk auditee? v _yes no v _yes no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
16.579 Judicial Oversight Demonstration Initiative
16.579 Truancy Reduction Project
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Section I--Summary of Auditor’s Results (continued)

CFDA Number(s) Name of Federal Program or Cluster

16.579 Prosecution of Drug Crimes

16.579 FY 2004 BJA Congressionally Mandated Awards &
Offender Resource Center

16.579 Byrme Drug Enforcement Task Force Operation

17.802 Homeless Veterans Reintegration Project

20.106 Airport Improvement Program

20.205 County Trunk Highways — Capital Projects

93.563 ' Child Support Enforcement Title IV-D

93.778 Medical Assistance Program

93.778 , Resource Center Functional Screen Federal

93.778 COP-W Federal

93.778 CIP I Federal

93.778 Resource Medicaid I&A Fed.

93.778 Care Management Organization Program (CMO)

Dollar threshold used to distinguish between

type A and type B programs: $ 3.000,000

State ID Number(s) Name of State Program or Cluster

1060-05-92 Marquette Interchange Project 2004 Traffic Mitigation
435.105 W-Funeral & Cemetery

435.131 | MA Transportation

435.140 Family Care Resource Center
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Section I--Summary of Auditor’s Results (continued)

State ID Number(s) Name of State Program or Cluster
435.224 Regional Training Staff

435.283 Income Maintenance

435.284 Income Maintenance

435.338 COP-W GPR AFDC Agency Collections
435.348 CIP II GPR

435.367 Community Options Program
435.506 Brain Inj ury Waiver

435.550 Birth to Three Initiative

435.560 Benefits Specialist

435.561 Base Allocation - BCA

435.564 | CIP 1B

435.570019 FISS SVCS Program (Séfety)
435.572 IMD Continuing Placements
435.577 Family Support Program

435.580 CIP 1A

435.681 State/County Match

435.712 General Relief (Med)

435.750 State Admin Match Grants Program Integrity
436.570035 MCPS Site5 Safety Prose Payment
438.450 CTLS GPR
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Section I--Summary of Auditor’s Results (continued)

State ID Number(s) Name of State Program or Cluster

505.118 Land Records - Modernization Grant

Wis. Statutes 20.475,
978.13 (1) (b)(c) & (d) Special Prosecution Clerks & Ceasefire Clerks

Dollar threshold used to distinguish between
type A and type B programs: $ 100.000

Section II--Financial Statement Findings

No findings to report for the year ended December 31, 2005

Section ITI--Federal Award Findings and Questioned Costs

See attached finding 2005-1 and 2005-2

Section III—State Award Findings and Questioned Costs

See attached findings 2005-3 through 2005-8

Section IV— Other Issues

1. Does the auditors’ report or the notes to the financial
statements include disclosure with regard to substantial
doubt as to the auditee’s ability to -continue as a going
concern? , __yes _ ¥ no
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Section IV— Other Issues

2. Does the audit report show audit issues (i.e. material non-
compliance, questioned costs, material weakness,
reportable condition, management letter comment, excess
revenue or excess reserve) related to grants/contracts with
funding agencies that require audits to be in accordance
with the State Single Audit Guidelines:

Departmentkof Health and Family Services _v yes __no __N/A
Department of Workforce Development \ __yes _¥ no _ N/A
Department of Corrections __yes _¥ no __N/A
Department of Agricuiture, Trade and Consumer __yes _¥ no __ _N/A
Protection
Department of Natural Resources : __yes _¥ no _ N/A
Department of Transportation _vyes _¥ no __N/A
Department of Justice ‘ __yes _¥ no __N/A
Department of Military Affairs ___yes _¥ no __N/A
Department of Administration __vyes _¥ no __N/A
Department of Commerce ‘ ‘ __yes _¥ no __ N/A

3. Was a Management Letter or other document conveying
audit comments issued as a result of this audit?

_ Y yes no __ N/A
4. Name and signature of partner ~ William B. Coleman
Witliam £ Aémqn
5. Date of report " June 19, 2006
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COUNTY OF MILWAUKEE
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

Funding Source
All Federal funding sources

Award Program
All Federal award programs with equipment purchases

County Administering Department

Department of Administrative Services
FINDING 00-1

Condition

The Department of Administrative Services has a control system to safeguard equipment. However,
the Department is not receiving information to identify all fixed assets that have been acquired with

Federal funds.

Recommendation

We recommend that the Department of Administrative Services stress to individual departments the
importance of providing complete data for fixed asset purchases. Those with supervisory review
responsibilities within the individual departments should be instructed on the importance of the
inclusion of Federal funding data when the fixed asset acquisition forms are prepared. This is a

recurring finding.

Milwaukee County Management Response

The Department is looking to decentralize the fixed asset record keeping within individual
departments. This will provide an increased focus at the departmental level for this reporting.
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COUNTY OF MILWAUKEE
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS (Continued)

Funding Source
Wisconsin Department of Health & Family Services

Award Program
CIP1 A/ CIP 1B, 435.580, 435.564

County Administering Department
Department of Health and Human Services

FINDING 01-3,
FINDING 02-1,
FINDING 02-3,
FINDING 03-1
FINDING 04-2

Funding Source
Wisconsin Department of Health & Family Services

Award Program
Community Options (COP), 435.367

County Administering Department
Department of Health and Human Services

- FINDING 02-4,
FINDING 03-2
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COUNTY OF MILWAUKEE
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS (Continued)

Funding Source
Wisconsin Department of Health & Family Services

Award Program
CIP IT and COP W, 435.338, 435.348

Coungy‘ Administering Department

Department of Health and Human Services

FINDING 02-5,
FINDING 03-3
FINDING 04-1

Funding Source
Wisconsin Department of Health & Family Services

Award Program
Brain Injury Waiver, 435.506

County Administering Department
Department of Health and Human Services

FINDING 02-6

Condition

The Department of Health and Human Services has a control system to ensure that all required
information is contained in the client file. However, the Department is not verifying that the

information is present in the files.

Recommendation

We recommend that the Department of Health and Human Services inventory required documents
in all files to ensure completion and existence of required forms. This is a recurring finding.
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COUNTY OF MILWAUKEE ;
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS (Continued)

Milwaukee County Management Response

DSD instituted comprehensive changes in the monitoring of case management and waiver
requirements in 2005 as a result of a new system-wide process that was developed jointly with the
Department’s expanded Quality Assurance staff. These changes occurred in response to recurring
audit findings and massive retirements in the Division in 2003 and 2004. The new monitoring and
review system is specifically designed to ensure compliance with waiver standards. This new
system was not fully implemented until the middle of 2005. Now that it has been fully
implemented, it is anticipated that compliance for cases reviewed for 2006 will be greatly
improved.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE

Funding Source

Wisconsin Department of Health & Family Services Division of Disability and Elder Services

Award Program

Resource Center Functional Screen, 93.778
Resource Center Information and Assistance, 93.778
Family Care Resource Center, 93.778

County Administering Department

Department on Aging — Aging Resource Center

FINDING 2005-1

Condition

The Aging Resource Center of the county of Milwaukee Department on Aging did not report staff
time in the “100%-time reporting” format required by the State of Wisconsin Department of Health
& Family Services Division of Disability and Elder Services, for the period January 1, 2005

through September 30, 2005.

Criteria

The Contract between the Agihg Resource Center and the State of Wisconsin Department of Health
& Family Services Division of Disability and Elder Services requires that the work performed for
the resource center must be reported in the 100%-time reporting format.

Cause

The required 100%-time reporting format was not provided to the Aging Resource Center until
September 2005 by the State of Wisconsin Department of Health & Family Services Division of

Disability and Elder Services.
Effect

The State of Wisconsin Department of Health & Family Services Division of Disability and Elder
Services may consider the expenditures reported on the CARS profiles 1396, 1398, and 1400 to be

unallowable.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Recommendation

We recommend that the Aging Resource Center obtain clarification from the State of Wisconsin
Department of Health & Family Services Division of Disability and Elder Services on how to
rectify the Aging Resource Center’s non-compliance with the 100%-time reporting requirement for
the period January 1, 2005 through September 30, 2005.

~We also noted during our audit that the Aging Resource Center obtained the proper format for
100%-time reporting in September 2005 and submitted 100%-time reporting for October,
November and December 2005. Beginning in 2006 the Aging Resource Center implemented
policies and procedures to be in compliance with the 100%-time reporting requirement.

Milwaukee County Management Corrective Action

Management of the Milwaukee County Department on Aging was made aware of the new 100%-
time reporting requirement prior to the 2005 calendar year for the Resource Center. However, the
Wisconsin Department of Health and Family Services Division of Disability and Elder Services did
not provide the proper training and format for 100%-time reporting. In September 2005 the Director
of the Department corresponded with the State to indicate the Department on Aging’s willingness
to do 100%-time reporting and was told that the State was not ready to train our staff.

Since management was made aware of the specific requirements of the time reporting system in late

September, the Aging Resource Center has been using the 100%-time reporting system to report
costs to the State. Staff of the State DHFS and CMS are working together to reconstruct 2005 data.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLJIANCE (Continued)

Funding Source

Wisconsin Department of Health & Family Services

Award Program

Family Care - Care Management Organization, 93.778
County Administering Department
Department on Aging

FINDING 2005-2

Condition

The Family Care — Care Management Organization did not receive 2004 audited financial
statements 180 days after the service providers’ fiscal year end for fifteen of the twenty five service
providers’ files tested. These fifteen audit reports were subsequently received, however no punitive
action was taken against the fifteen service providers.

Criteria

Wisconsin State Statute 46.036(4) requires audits of service providers that receive department
funding for the purchase of care and services, unless the audit is waived by the department, provide
the Care Management Organization with audited financial statements 180 days after the provider’s

fiscal year end.

Effect

Service providers could charge the Care Management Organization for costs that are not allowable.
The Care Management Organization uses the audited financial statements to verify if service
providers have been charging the Care Management Organization for cost that are not allowable
which could then affect the Care Management Organization’s contract.

Recommendation

Management should reinforce this requirement with service providers to ensure that all audited
reports are received within 180 days after the provider fiscal year end. Management should also
institute punitive action against delinquent service providers.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Milwaukee County Management Corrective Action

Management acknowledges there were residential providers who were subject to an audit
who did not submit their audit report within 180 days for the audit year 2004. Fiscal
management has met with the contract administrator to address the timeliness issue and
ensure for 2005 audits that providers submit in a timely fashion. Should a provider fail to
submit timely (without an authorized request for an extension) the CMO’s contract area
will enforce all available remedies of the provider contract up to and including suspension
of admissions or payments until the audit is submitted and/or ultimately removing members
and terminating of contract. As 2007contracts begin to be developed additional language
will be explored that will further penalize a provider should they become delinquent in the
submission of their audit report. Lastly, the CMO fiscal department took a proactive
approach by notifying on June 8, 2006 all residential providers in written correspondence
of their responsibility to submit their audit report timely.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Funding Source

Wisconsin Department of Health & Family Services

Award Program
-Children Long Term Support, CIP 1B, 438.450, 435.564

County Administering Department

Department of Health and Human Services

FINDING 2005-3

Condition

Of the 52 participant case files tested, 5 files did not include evidence of a semi-annual review of
the participant’s individualized service plan (“ISP”).

Criteria

Each client file must include documentation of a semi-annual review of the participant’s ISP.

Cause

Files were not inventoried for correctness, completeness and existence of required forms.

- Effect

The State may request reimbursement for costs related to the files without required forms.

Recommendation

Inventory required documents in all files to ensure completion and existence of required forms.
This is a recurring finding.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLJANCE (Continued)

Milwaukee County Management Corrective Action

The Children’s Long-Term Support Waivers were newly implemented in the Disabilities Services
Division (DSD) in late 2004. The Children’s Unit also had all new staff who were becoming
acquainted with all of the required procedures and review format in mid 2005 due to a substantial
number of retirements in 2004. We will make sure that staff understand that they must document
evidence of a review of the individualized service plan during the semi-annual review. In addition,
the Children’s Unit immediately will begin using a six-month review form that documents that the

ISP has been reviewed every six months.

It should also be noted that DSD instituted comprehensive changes in the monitoring of case
management and waiver requirements in 2005 as a result of a new system-wide process that was
developed jointly with the Department’s expanded Quality Assurance staff. These changes occurred
in response to recurring audit findings and massive retirements in the Division in 2003 and 2004.
The new monitoring and review system is specifically designed to ensure compliance with waiver
standards. This new system was not fully implemented until the middle of 2005. Now that it has
been fully implemented, it is anticipated that compliance for cases reviewed for 2006 will be

greatly improved.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Funding Source

Wisconsin Department of Health & Family Services

Award Program

Children Long Term Support, 438.450

County Administering Department

Department of Health and Human Services

FINDING 2005-4

Award Program

Children Long Term Support

Condition

Of the 10 files tested, 5 participants’ individual service plans (“ISP”’) were paid under the incorrect
HSRS code.

Criteria
Only services authorized on ISPs can be paid with program funds.

Cause

Coding of payment was not accurate when the payment was entered into HSRS.

Effect

The State may request reimbursement for unauthorized expenses.

Recommendation

Develop a reporting format to increase accuracy and ensure that correct services are listed in HSRS.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Milwaukee County Management Corrective Action

The services listed on the ISP for the five participants are accurate. Due to use of the fiscal agent
for payment for these services, the coding was not accurate when entered into HSRS. For 2004 year
end reporting, State of Wisconsin staff assisted DSD by entering some HSRS data for the
Milwaukee County CLTS waiver cases. State staff used the 609 SPC code for clients who were

receiving services through the fiscal agent.

This issue has been discussed with the data staff, administrative staff and children’s services
supervisor. A new reporting format will be instituted in order to increase accuracy and ensure that

the correct services are listed in HSRS.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Funding Source

Wisconsin Department of Health & Family Services

Award Program
CIP 1A, CIP 1B, CIP II, COP-W, 435.580, 435.564, 435.348, 435.338

County Administering Department

Department of Health and Human Services

FINDING 2005-5

Condition

Of thel16 participant case files tested, 13 files did not include case management notes for every
month of 2005.

Criteria

Each participant case file must include case management notes documenting that activity occurred
for the participant at least once every month.

Cause

Before billing an expense to the program, employees must ensure that services are authorized on
the participant’s individual service plan (“ISP”). ‘

Effect

The State may request reimbursement for costs related to the files without required forms.

Recommendation

Inventory required documents in all files to ensure completion and existence of required forms.
This is a recurring finding.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Milwaukee County Management Corrective Action

DSD instituted comprehensive changes in the monitoring of case management and waiver
requirements in 2005 as a result of a new system-wide process that was developed jointly with the
Department’s expanded Quality Assurance staff. These changes occurred in response to recurring
audit findings and massive retirements in the Division in 2003 and 2004. The new monitoring and
review system is specifically designed to ensure compliance with waiver standards. Now that this
new system has been fully implemented, it is anticipated that compliance for cases reviewed for

2006 will be greatly improved.
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COUNTY OF MILWAUKEE ;
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Funding Source

Wisconsin Department of Health & Family Services

Award Program
CIP 1B, 435.564

County Administering Department

Department of Health and Human Services

FINDING 2005-6

Condition

Of the 42 files tested, the following condition was found, one file did not include a Level of Care
Functional Screen Form.

Criteria

Each client file must include a Level of Care Functional Screen Form.

Cause

Files were not inventoried for correctness, completeness, and existence of required forms.

Effect

The State may request reimbursement for costs related to the files without required forms.

Recommendation

Inventory required documents in all files to ensure completion and existence of required forms.
This is a recurring finding.

Milwaukee County Management Corrective Action

A completed functional screen is a part of the system-wide monitoring review process. This should
not be a problem in future audits.
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COUNTY OF MILWAUKEE B _
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Fuhding Source

Wisconsin Department of Health & Family Services

Award Program
CIP 1B, 435.564

County Administering Dep‘ artment

Department of Health and Human Services

FINDING 2005-7

Condition

Of the 69 participant case files tested, 2 case files did not include authorization for transportation
costs on the participants’ individualized service plan (“ISP”).

Criteria
Only services authorized on individual service plans can be paid with program funds.
Cause

Transportation not listed as a separate service on the ISP.

Effect

The State may réquest reimbursement for unauthorized expenses.

Recommendation

Correct the omission of transportation costs on participants’ ISPs.

Milwaukee County Management Corrective Action

See previous response on Case Management (FINDING 2005-3).
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Funding Source

Wisconsin Department of Health & Family Services

Award Program
Family Support Program, 435.577

County Administering Department

Department of Health and Human Services

FINDING 2005-8

Award Program

Family Support Program

Condition

Of the 40 files tested, 3 participants received reimbursements that were over the State maximum
reimbursement amount of $3,000.

Criteria
Participants may not receive more than the State maximum of $3,000.
Cause

Appropriate monitoring of reimbursements was not performed.

Effect

The State may request reimbursement for amounts over the maximum amount.

Recommendation

Monitor amount reimbursed to each participant to ensure that reimbursement does not exceed the
State maximum amount.
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COUNTY OF MILWAUKEE
SCHEDULE OF FINDINGS OF NONCOMPLIANCE (Continued)

Milwaukee County Management Corrective Action

Two of the clients were receiving waiver funds and Family Support funds. According to our
records, the funds paid out above the $3,000 were waiver funds, and not Family Support funds. We
will send out a notice to staff to be more careful when entering the funding codes if they utilize two

funding streams.

The other individual had a $3.00 overage of the Family Support limit, which was caused by a
mathematical error. We will monitor more closely the total dollar amounts for FSP to avoid math
errors in the future. Staff will be forwarded reminders to watch for errors in calculations.
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